Note: The materia in this publication is based on the law in effect at the time it went to publication.

Under the Balanced Budget Act of 1997, Public Law 105-33, for fiscal year 1998, employee retirement

contributions will increase as follows. Deductions for the Civil Service Retirement System and the Federal
Employees Retirement System would be increased by 0.25% in January 1999, by an additional 0.15% in
January 2000, and by 0.1% more in January 2001, for atotal increase of 0.5%. These higher contribution
rates would be in effect through 2002.

Additional retirement information and all publications of the U.S. Office of Personnel Management listed in
this handbook are available on the Internet.

OPM Web site for retirement publications - http://www.opm.gov/asd/htm/pub.htm
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| ntr oduction

Y ou have an opportunity that few workers have --
the chance to choose your retirement plan. You
can keep the retirement coverage you now have, or
you can choose to be covered by the Federal
Employees Retirement System (FERS). Thisisa
very important decision. Depending on what the
future holds for you, your decision can make a
difference to you in how early you can retire from
the Federal government and how much retirement
income you will have.

FERS was created by Congressin 1986, and it
became effective on January 1, 1987. Since that
time, new Federal civilian employees who have
retirement coverage are covered by FERS.

However, when the Congress created FERS, one
of the rulesit established was that people who
already had enough Federa civilian service to
potentially be eligible for a benefit some day under
the old Civil Service Retirement System (CSRS)
would have a choice whether or not to be covered
by FERS. Y our agency hasidentified you, based
on your current appointment and employment
history, as someone who meets this criterion. Asa
result, you have a choice whether to keep the
retirement coverage you now have or to transfer to
FERS.

Depending on your current appointment and
employment history, you currently may have
CSRS coverage, CSRS Offset coverage, or only
Social Security coverage. CSRS Offset coverage
normally applies to employees who are going to a
job with retirement coverage after abreak in both
service and CSRS coverage of more than 1 year,
and who also had at least 5 years of civilian service
as of the break in service.

If you have aterm or indefinite appointment, you
are not eligible for CSRS coverage, but you can
elect FERS coverage.

This handbook is written primarily for employees
who have a choice between CSRS or CSRS Offset
coverage and FERS coverage. The Standard Form
50 (or equivalent personnel form) that shows your
current appointment will say whether you currently
have CSRS coverage, CSRS Offset coverage, or
only Socia Security coverage. If you have any
guestions about what your current retirement status
is or should be, contact your servicing personnel
office. Be sure that they have accurate records of
all your Federal service. Even afew days can
make a difference.

If you are aready covered under FERS, you do not
need to read this handbook. The U.S. Office of
Personnel Management (OPM) booklet called The
Federal Employees Retirement System (RI 90-1)
describes your benefits. If you are a Member of
Congress or a congressional staff person, you
should see your servicing personnel office.

The information in this handbook is based on the
law in effect as of the printing date.

Your Chanceto Choose

Y ou have a personal election opportunity for 6
months from the date of your reemployment or
your conversion to an appointment that offers
FERS coverage. If you choose FERS, you can't
change your mind later, so you want to choose the
plan that fits best with your future plans.

Both CSRS/CSRS Offset and FERS are good
retirement plans. Each plan has advantages and
disadvantages. Neither plan is best for all Federal
employees. That'swhy you are being given a
choice.

In general, CSRS may be better if you think that
you will retire from the Federal Government after
along career -- 20 or 30 years and before age 62.
But what if you're not sure what the future holds?



Maybe you're not planning to spend the remainder
of your career with the Federal Government, or
you may want to retire before you have 20 or 30
years of Federal service. In either case, FERS may
be the retirement plan you want.

Simplifying Your Decision

If you are like many people, your initial reaction
may be that thiswill be a complicated decision.
For some people who have complex situations, it
may be. However, for most people, it becomes a
fairly simple decision when they think about the
choicesin terms of their own situations. Y ou need
to consider factors such as your work history,
when you want to retire, and whether or not you
plan to stay in Federal service until then. To help
you organize your thoughts about what is
important to you, we have included a checklist at
the end of this section. It containsalist of factors
that are important to many people in making their
decisions. Some of them will be important to you,
too.

The same transfer considerations apply, whether
you are working full time or on a part-time basis.
If you are married, we encourage you to discuss

your choice with your spouse.

This handbook takes you through important
considerations and shows you why they’re
different in CSRS/CSRS Offset and FERS. Many
people reach a decision without reading very much
of this handbook, but we encourage you to at least
review the first 23 pages because there are some
special circumstances that may change your mind.
Y ou should look at the table of contentsto
identify topics that may be of interest to you.
When you finish reading, you should be prepared
to make a choice based on the plan overviews,
comparisons and examples. In most cases, you
shouldn’t have to do any calculations to decide
which retirement plan is better for you.

Making Your Own Decision

Remember, the decision whether to choose FERS
isyoursto make. Thishandbook contains the
information you need to consider, but it won't tell
you what to do. Y ou must decide based on what
you know about yourself, your past, and your
expectations for the future. Y ou shouldn’t decide
based on what someone else did. There may be
one key factor in that person’s situation that would
make his or her choice inappropriate for you.

We havetried to keep this handbook as simple as
possible, but if you have questions, your agency
should have personnel who can help answer your
guestions. So, if thereisapart of the handbook
that’ s important to your situation and that you
don’t understand, you should ask for help.
However, while your agency should help answer
your questions about the handbook, they will not
tell you what to do.

Finally, remember that you are choosing between
two very different retirement systems. The
handbook stresses the differences. If you try to
understand the differences between the systemsin
terms of what’ s important to you, your choice will
be easier. If you try to master exactly how each
system works, your decision will take more time
and effort on your part. Of course, this handbook
in no way replaces the many pages of regulations
that govern benefits under CSRS, FERS basic
benefits, the Thrift Savings Plan, and Social
Security, but it should contain all of the
information you need to make your decision.

What Happens|f | Do Nothing?

If you do nothing, your current coverage (CSRS,
CSRS Offset, or Social Security) will stay the
same. Most people will not have another chance to
choose FERS coverage unless they leave Federal
service for more than 3 days.



How This Handbook is Organized

This handbook begins with areview of the
important features of CSRS and FERS, so you can
understand how each plan works.

Next there's a section called "Making Y our
Decision” that explains how to determine which
plan better meets your needs. It also discusses
some important cautions to consider when making
your decision.

The next section provides a brief description of the
Socia Security Program.

Another section contains examples using severa
hypothetical employees that portray typical
employee situations. Looking at them may help
you make your decision.

This handbook also has an appendix that contains
ahandy reference chart for comparing the basic
elements of CSRS and FERS as well as the specia
rules for employees who transfer.

Asyou go through the handbook, you'll see atable
of contents for each section. This should make it
easy for you to find the information you need.

Also, you'll come across some words that are
printed in bold type. These words are important to
know. They're explained in the text, and are also
included in the Glossary Section in the back of the
book.

What Things Do You Need To Make
Your Choice?

For many employees, this handbook will give you
enough information to decide which retirement
plan you like better. Y ou will need only apento
fill out the retirement plan election form.

If you have aready earned some Social Security
credits, but are not sure how many, you may want
to request this information from the Social

Security Administration. Y ou can request a
statement online on Social Security’s Web site at
http://www.ssa.gov, or you can use form SSA-
7004, Request for Earnings and Benefit Estimate
Satement to request a statement. Y ou also can
download the form from Socia Security's Web site
at http://lwww.ssa.gov, or your personnel office
may have the form or you can request it by calling
1-800-SSA-1213.

Some employees want to do some calculations
before deciding. For you, there is a computer
program that allows employees like yourself to
enter data about your work history and future
career expectations to compare CSRS and FERS
benefits. To use this program, you may want to
have your Social Security earnings history and the
amount of your Thrift Savings Plan balance
available.

This program is a projection into the future that
requires making assumptions that may or may not
turn out to be accurate, so you should not use the
numbers it produces as estimates of the future
benefits. Instead, the results allow employees to
evaluate the relative benefits of the two retirement
systems as they apply to the data provided.

The program is available for downloading on
OPM'’s Internet site at http://www.opm.gov/asd. It
also should be available through your agency.

Finally you need sometimeto read at |east the
beginning of this handbook. Choosing your
retirement coverage is an important decision, so set
aside some time to read the parts of this handbook
that are important to you, and to fill out your
retirement plan election form.



Making Your Election

Whether you switch to FERS or decide to keep the
retirement coverage you have, you should
complete an election form, SF 3109, Election of
Coverage, and return it to your servicing personnel
office. An election to transfer to FERS is effective
at the beginning of the next pay period after your
agency receives the completed form. An election
to transfer to FERS isirrevocable once it has
become effective. If you transfer to FERS, you
then have a personal 30-day period to enrall in the
Thrift Savings Plan or to change your enrollment.

Y our spouse does not need to consent to adecision
to change retirement plans. However, if 1) you
have aformer spouse who is entitled, by court
order, to a portion of your CSRS annuity or CSRS
survivor benefits, 2) the court order ison file at
OPM, 3) the former spouse has not remarried
before reaching age 55, and 4) the former spouse
isstill living, you cannot transfer to FERS without
that former spouse's consent.

Y our former spouse needs to complete SF 3110,
Former Spouse’s Consent to FERS Election in
order for you to be able to transfer.

OPM can waive this requirement only in very
limited circumstances. If you don't know whether
OPM has a qualifying court order on file, or want
to request awaiver of the consent requirement, ask
your servicing personnd office for Standard Form
3111, Request for Waiver, Extension, or Search.

Finally you may want to file a new designation of
beneficiary form, SF 3102, Designation of
Beneficiary, Federal Employees Retirement
System, since CSRS designations are cancelled
upon atransfer to FERS.

All of these forms are available from OPM’s Web
site at http://www.opm.gov/asd.




Pointsto Consider

Thefollowing isalist of points that experience has
shown are important to many people in making a
decision to keep their existing retirement coverage
or switch to FERS. If you review thelist and
check off the points that are important to you, it
should help organize your thoughts before you
start reading about the features of the retirement
plans. There are some blank lines so you can add
additional pointsthat aren't on thelist.

Remember, we are al different, so what is
important to someone else may not be important to
you.

v | plan to retire from my Federal job in the
not too distant future.

v | want to keep my options open because |
expect (or want) to leave my Federa job
before | am dligibleto retire.

v | want to be eligible to retire earlier than |
can under CSRSrules.

v | am participating in the Thrift Savings
Plan and want to get matching
contributions.

v | can save at least 3% of my pay in the
Thrift Savings Plan.

v | don’t expect to be able to save very
much extramoney for my retirement for a
long time.

v | don’'t have any (or very many) Social

Security credits and don’t expect to work
long enough to earn a benefit.

v | would like to earn a Social Security
benefit.

SSENEN

| would like to increase the Social Security
benefit | already have earned.

I would like the portability that Social
Security givesin case | change jobs.

After | retire, | plan to work somewhere
else or have my own business.

| don't expect to have my own Social
Security benefit, but want to be able to
receive one based on my spouse’s (or
former spouse’s) work.

My hedlth is a concern to me.

| want to provide maximum survivor
benefits to my spouse.

| am along-service employee who is at or
near maximum CSRS benefits, so | would
like away to continue to increase my
retirement benefit.

| already have a substantial number of
years under CSRS Offset coverage and
don’t want to lose the CSRS benefit |
already have.

I would like atax break on my savings.

| am concerned about having as much of
my retirement income protected from
inflation asis possible.

| want more control over planning for my
retirement and the amount of my
retirement income.




CSRSand FERS: How Do They Work?

This section of the handbook will help you understand how both retirement plans work. It reviews the key
features of FERS, then it describes CSRS. Here's what will be covered for each plan:

v

v

An overview,

When you can receive retirement benefits,

How much you will receive,

How your benefits can increase after retirement,
How much it costs you now,

Savings options that are available, and

Some important conclusions.

This section describes how the plans work for the majority of Federal employees. Other topics, such as
information on special employee groups (law enforcement officers, firefighters, air traffic controllers, and
military reserve technicians), are covered in alater section of the handbook. Early retirement, disability and
death benefits are covered in more detail in the section titled " Making Y our Decision."



Federal Employees Retirement System (FERS)

Overview

FERS is aretirement plan that provides benefits
from three different sources; aBasic Benefit Plan,
Social Security, and the Thrift Savings Plan. Two
of the three parts of FERS (Social Security and the
Thrift Savings Plan) are portable should you leave
the Federal Government before retirement. FERS
gives you more control over the retirement benefits
you receive.

The Basic Benefit and Social Security parts of
FERS require you to make contributions each pay
period. The cost of the Basic Benefit and Social
Security are withheld from your pay as payrall
deductions. The Government makes contributions
too. Then, after you retire, you receive benefit
checks each month for the rest of your life. Thisis
what is called an annuity. The Thrift Savings
Plan part of FERS is an account that is
automatically set up for you. Each pay period your
employing agency depositsinto your account an
amount equal to 1% of the basic pay you earn for
the pay period. Y ou can also make your own
contributions to your TSP account and your
agency will contribute even more.

Although FERS is a single retirement plan, the
three benefit sources have different rules. The
Basic Benefit and Social Security portionswill be
discussed together first. The Thrift Savings Plan
will be explained by itself |ater.

Information about Social Security appears
throughout this section on FERS. A brief overview
of the Socia Security program prepared by the
Social Security Administration begins on page 40.

There also are some special rules for employees
who transfer from CSRS/CSRS Offset to FERS.
Be sure to read about them in the section that
begins on page 20.

When You Can Recelve Retirement
Benefits

Basic Benefit Plan
If You Stay Until Retirement Age

With FERS, you can retire with a Basic Benefit as
soon as you reach the Minimum Retirement Age
(MRA) and have just 10 years of service. The
MRA isthefirst year in which you can receive
benefits. It varies according to the year you were
born. For anyone born before 1948, the MRA is
age 55. It increases gradually to age 56 for those
born before 1965 and goes up to 57 for those born
in 1970 and after.

The following chart will help you determine what
our MRA is.

Minimum Retirement Age
If you were born... Your MRAis...

Before 1948 55

In 1948 55 and 2 months
In 1949 55 and 4 months
In 1950 55 and 6 months
In 1951 55 and 8 months
In 1952 55 and 10 months
In 1953 - 1964 56

In 1965 56 and 2 months
In 1966 56 and 4 months
In 1967 56 and 6 months
In 1968 56 and 8 months
In 1969 56 and 10 months
In 1970 and after 57




Under FERS, you can retire when your age and
years of Federd service match any of the
retirement combinations shown below. These are
all immediate annuity benefits that also allow
you to keep your Federal Employees Health
Benefits (FEHB) and Federal Employees Group
Life Insurance (FEGLI) coverage as aretiree if
you have been enrolled for enough time (usually
the 5 yearsimmediately preceding your retirement)
before you retire.

Retiring Under FERS

If you leave with this
much service

You get Basic Benefits
at thisage

At least 5 years 62 years

Your Minimum
Retirement Age, with
reduced annuity

At least 10 years

At least 20 years 60 years*

Y our Minimum
Retirement Age*

At least 30 years

*With these combinations, your Basic Benefit
includes the Specia Retirement Supplement if
you have at least 1 full calendar year of FERS
coverage. See page 9 for more information
about the supplement.

Postponing Your Benefits

If you retire at your Minimum Retirement Age
with only 10 years of service or less than 30 years
of service or lessthan 20 years of service if age 60,
you can wait until age 62 for full benefits and get a
postponed annuity. You can begin receiving
reduced benefits any time before age 62. Y our
monthly benefits will be reduced 5/12 of 1% for
each month (up to 5% per year) you are younger
than age 62 when you start receiving benefits. For
example, if you retire at age 56 with 10 years of
service, you are 6 years away from age 62. Y our
retirement benefit checks will be reduced by 30%.

If You Leave Before Retirement Age

Onereal advantage to FERS is that you do not
have to stay with the Federal Government until
retirement to receive good value from your
retirement plan. This value comes from the fact
you get an Agency Automatic Contribution to
your Thrift Savings Plan (TSP) account equal to
1% of your salary. Plus, if you contribute to the
TSP, you can get up to 4% more. In addition, you
will probably earn more Socia Security credits
wherever you work next. If you leave the
Government long before retirement, with little
service, FERS will always be best.

Let's say that you leave before you have the right
combination of age and service to retire. Once you
reach the age shown in the chart on the previous
page, you may elect to begin receiving benefits. If
you don't have 30 years of service, you may also
choose to put off receiving benefits until aslate as
age 62. Thiswill allow you to receive abigger
benefit by avoiding part or all of the 5% per year
reduction, and you can collect on your Social
Security and your TSP benefits.

If you don't want to wait until retirement age, you
can withdraw all of the money you have
contributed toward the FERS Basic Benefit Plan.
It will be paid to you with amarket rate of
interest; that is, the same rate of interest earned by
the U.S. Treasury securities purchased by the
Retirement Fund (the account that contains all
employee and employer contributionsto CSRS
and FERS). However, you give up your right to
your Basic Benefit after retirement. If you take
your money out, you cannot put it back in if you
return to work with the Federal Government later.
It's usually better to leave your money in FERS so
that you can receive monthly benefits when you
retire. Thisis because you pay very little compared
to the benefits you will eventually receive from the
Basic Benefit.



Social Security

For ailmost all American workers, Social Security
isthe basic retirement plan to which other benefits
are added. To qualify for Social Security
retirement benefits, you must have paid Socia
Security taxes for at least 10 years (or 40 credits
or “quarters’) over the course of your lifetime.
(This 40-credit rule applies if you were born after
1928. If you were born before 1929, you need
fewer credits to qualify). The Socia Security
credits you earn as a Federal employee are added
to those you have earned in other employment
throughout your career.

Y ou can receive unreduced Socia Security
benefits if you wait until age 65. Starting in the
year 2000, this age will gradually increase to 67.
Or, you can retire at age 62 and receive reduced
benefits. Y our monthly Social Security checks will
be reduced about 20% from the full benefit
amount you'd receive if you waited until age 65.
(This gradually increases to a 30% reduction for
those born in 1960 or later.) Leaving the Federal
Government before you retire has no effect on the
Social Security benefits you receive later. All of
your FERS Socia Security credits (years of
covered employment) still count. Y ou may
continue to add more Social Security credits as
long as you work under Social Security. You can
still receive reduced Social Security benefits at age
62 or full benefits at age 65 (or later as the Social
Security retirement age goes up to 67).

How Much You Will Receive After
Retirement

Basic Benefit Plan

The amount of your FERS Basic Benefit annuity --
the monthly checks you receive after retirement --
depends on two things: your pay and your length
of service.

Asin most other retirement plans, an annuity
formulais used to determine your benefits. The

Government averages your highest 3 consecutive
years of basic pay in your Federal career. The
"high-3" average pay, together with your length
of service, are used in the annuity formula. Y our
length of serviceisthe total number of years and
months you were covered under FERS.

Hereis how the annuity formulais cal cul ated:

FERS Annuity Formula

One Percent of your high-3 average pay for every
year of service.

(Exception: If you are age 62 or older and have at
least 20 years of service when you retire, you will
receive 1.1% of your high-3 pay for every year of

service.)

According to this formula, if you retire at age 55
with 30 years of service, you will be eligible for an
annual annuity that is 30% of your high-3 pay. If
you retire at age 62 with 30 years of service, you
would get 33% of your high-3 pay.

In addition, if you have at least 1 calendar year
(January 1 to December 31) of FERS service, you
will be eligible for the Special Retirement
Supplement. The Specia Retirement Supplement
(also known as the FERS Annuity Supplement) is
aspecia benefit for those who have at least 1 fulll
calendar year of FERS coverage, and who retire

(1) after 30 years of service at their MRA,
(2) after 20 years of service at age 60, or

(3) under the discontinued service or early
voluntary retirement provisions. (These
employees do not begin to receive the
Special Retirement Supplement until they
reach the MRA.)



The Supplement represents the amount you would
receive from the Social Security Administration
for your FERS service asif you were 62 on the day
you retire. This benefit substitutes for the Social
Security part of your total FERS benefit until age
62, when most people become digible for Social
Security. Like Socia Security benefits, the
Supplement is subject to an ear ningstest, which
means your benefits are reduced if your income
from earnings or self employment is higher than an
allowable amount.

If you take advantage of the FERS early
retirement option (retiring at your MRA after
leaving the Government), your annuity will be
calculated according to the FERS annuity formula
shown at the beginning of this section. Then, if
you have less than 30 years of service, it will be
reduced 5% for each year you are away from age
62 when you retire or elect to receive benefits. If
you are 60 with 20 years of service, there's no
reduction.

Remember, the Basic Benefit isjust one of the
three sources of benefits you'll receive. Y ou may
also get Social Security and Thrift Savings Plan
benefits.

Social Security

It's difficult to predict exactly how much you will
receive from Social Security.

A number of factors can affect your Social
Security benefits, such as your complete pay
history, whether or not you plan to work after
retirement, and whether your spouse has been
covered by Social Security.

Social Security benefits are determined by athree-
part formulathat is applied to your lifetime
earnings under Socia Security. Those who
postpone receiving Socia Security benefits until
the full retirement age get higher benefits from the
system.
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Whether you start receiving Socia Security
benefits at age 62 or at the full retirement age, you
should be aware that continuing to work may
result in what is called an ear nings offset under
the Socia Security Earnings Test. If you work at
any job after you start receiving Socia Security
payments, your benefits will be reduced if you
earn over the alowable amount. If you are under
your full retirement age, for every $2.00 you earn
over the amount, you'll give up $1.00 in Social
Security benefits. The same rules apply to the
Special Retirement Supplement. (See Special
Notes on the Social Security Earnings Test on
page 43 for more information on this topic.)

More information about Social Security is
presented on page 40 and in the Overview section.

Cost-of-Living Adjustments (COLA'S)
Basic Benefit Plan

Cost-of-living adjustments, or COLA's under the
FERS Basic Benefit Plan begin when you reach
age 62.

FERS cost-of-living adjustments match the rate of
inflation when the increase in the Consumer
Price Index (CPI) isup to 2%. (The CPl isa
monthly survey that measures changesin
consumer prices.) If theincreasein the CPl is
between 2 and 3%, the cost-of -living adjustments
will be 2%. If the CPl increases 3% or more, the
cost-of-living adjustments will be the rate of
increase in the CPl minus 1%. This means that
FERS cost-of -living adjustments are sometimes
less than the rate of inflation.

For example, if theincrease in the CPI is 2%,
FERS basic benefit payments will increase by 2%.
If theincrease in the CPI is 5%, FERS retirement
checks will increase by 4%.



The Specia Retirement Supplement paid through
age 62 is not increased by cost-of-living
adjustments.

Social Security

Social Security gives cost-of-living adjustments
that match the rate of inflation.

Cost to Participate
Basic Benefit Plan

FERS Basic Benefits, including the Special
Retirement Supplement, are financed by very
small contributions from you and much larger
contributions from the Government. Y our
contributions are automatically deducted from
your paychecks. The Basic Benefit deduction for
1998 is .80% of the total basic pay (basic pay, not
including such things as overtime, bonuses, etc.)
you earn in a pay period. However, in contrast,

your agency pays 11.5% of your pay each pay
period for your Basic Benefit.

If you leave the Federal Government before
retirement, you can take out all of your Basic
Benefit Plan contributions, and you will receive
market rate interest, but you lose any right to a
future Basic Benefit based on that service. This
means that the service covered by the refund will
not count toward eligibility to retire if you become
a Federa employee again, However, taking a
refund does not affect creditability of the service
for non-retirement purposes such asreduction in
force credit or leave.

Social Security

Y our contributions to Social Security are actualy a
tax. This means that there are no refunds -- even if
you never gain enough years of Social Security
credit to qualify for benefits.

Social Security taxes are a percentage of your pay,
including overtime and bonuses. They are limited
to earnings below the maximum taxable wage
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base, which in 1998 is $68,400. This amount
increases each year based on the annual average
increase in earnings of the American work force as
awhole. (You do not pay Social Security taxes on
any earnings above the maximum taxable wage
base. However, these excess earnings are not used
in calculating your Social Security benefits,
either.) The Social Security tax rate, not counting
Medicare, in 1998 is 6.2% of salary up to the
maximum taxable wage base. Y our agency aso
pays the same amount.

Total Cost to Participate

Thetotal cost to you of the FERS Basic Benefit
contribution and Social Security in 1998 is 7.0%.
This 7% is made up of .80% of pay for the Basic
Benefit and 6.2% for Social Security. However,
FERS will cost you less than 7.0% if you earn
more than the $68,400 maximum taxable wage
base because the Socia Security tax stops when
your earnings reach this amount. In other words,
the FERS employee contribution rate is .80%.
Thisis different from CSRS Offset which for 1998
is7.0% minus Socia Security taxes. If FERS
salary exceeds the Social Security maximum wage
base, contributions stay in 1998 at .80%; thus take-
home pay goes up. However, if CSRS Offset
salary exceeds the Socia Security maximum wage
base, when Social Security deductions stop, 1998
retirement contributions go up to 7.0% - thus take-
home pay is unchanged.

Thrift Savings Plan for FERS

The Thrift Savings Plan is an important part of the
total FERS retirement package. It gives you away
to save extramoney for the future and to get atax
break today.

When you join FERS, your agency sets up a Thrift
Savings Plan account in your name. Every pay
period, your agency automatically putsin an
amount equal to 1% of your basic pay. This money
is caled your Agency Automatic (1%)
Contribution. It is not a deduction from your
basic pay. It is an amount your agency contributes
for you based on your basic pay per pay period.



In addition, you can contribute up to 10% of your
basic pay per pay period to your Thrift Savings
Plan account. If you contribute to your Thrift
Savings Plan account, you will also receive
Agency Matching Contributions as follows:

»  Thefirst 3% you save each pay period will be
matched dollar for dollar, and

»  Thenext 2% you save each pay period will be
matched 50 cents on the dollar.

Y our own contributions and your Agency
Matching Contributions as well as the earnings
attributed to these contributions belong to you
right away. Thereis no waiting (vesting) period.
You are vested in the Agency Automatic (1%)
Contributions and attributabl e earnings after you
have completed 3 years of Federal (generdly,
civilian) service (2 years for some noncareer
participants).

The following chart shows how your agency
matches your contributions:

Percent of Basic Pay Contributed to Your
Account (FERS Participants Only)
If You Put Then Your Agency | And the
In: Puts In: Total
Contribution
Is:
0% 1% 0% 1%
1% 1% 1% 3%
2% 1% 2% 5%
3% 1% 3% 7%
1% 1% 3.5% 8.5%
5% 1% 4% 10%
6-10% 1% 1% 5%
Plusthe
percentage
you
contribute

The money in your Thrift Savings Plan account
can be invested in any of the three investment
funds: the Government Securities Investment (G)
Fund, the Common Stock Index Investment (C)
Fund, and the Fixed Income Investment (F) Fund.
The C and F Funds are riskier than the G Fund but
have the potential for earning higher rates of
return. For example, during the 10-year period
1988 through 1997, the C Fund's compound
annua rate of return was 17.49%.

Twice each year there isa Thrift Savings Plan
open season. During the open season, you can
start, stop, increase or decrease, and change the
investment of your Thrift Savings Plan
contributions. The investment election you make
during the open season affects only your future
contributions. Y ou may move any portion of your
existing account balance among the three funds by
requesting an interfund transfer in any month you
choose, without an annual limit.



Y ou can stop contributing to the Thrift Savings
Plan at any time. However, if you stop contributing
outside an open season, you must wait until the
second open season after you stop before you can
contribute again. If you stop contributing during an
open season, you may resume contributions during
the next open season.

You get atax break for saving in the Thrift Savings
Plan because your Thrift Savings Plan contribution
comes out of your basic pay before Federal and
many State and local income taxes are figured.
Thereis, however, an Internal Revenue Service
annual limit on tax-deferred contributions. For
1998, the limit is $10,000; this limit is indexed to
cost-of -living adjustments referred to in the Tax
Code and may change from year to year. Y ou won't
owe taxes on your contributions and attributable
earnings until you withdraw your TSP account. Y ou
can withdraw your account when you separate or
retire from Federal service. If you transfer al or any
portion of your Thrift Savings Plan account balance
to an Individua Retirement Arrangement or other
eligible retirement plan, you do not pay taxes on the
funds transferred when they are transferred. Y ou
will, however, be subject to applicable taxes when
you withdraw your funds from the Individual
Retirement Arrangement or other eligible retirement
plan.

Y ou may withdraw money from your Thrift account
while you are working for the Government if you
are age 59 ¥ or older or document financial
hardship. You will be liable for taxes on the
amount withdrawn and, if you are under age 59 %,
for the 10% early withdrawal penalty. Y ou also can
borrow fromit. There are two types of TSP loans:
general purpose and residential. Y ou must have at
least $1,000 in your own contributions and
associated earnings to be eligible for aloan.

The Thrift Savings Plan is managed by the Federal
Retirement Thrift Investment Board, an
independent Government agency. The Board
manages the G Fund and contracts with a
professional asset manager to manage the C and F
Funds. This book describes the elements of the
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Thrift Savings Plan that are most important in
making atransfer decision. To find out more
about the Thrift Savings Plan, ask your employing
agency for the most recent booklet prepared and
issued by the Board. Y ou should read the Board's
detailed information on each of the Investment
Funds and review each Fund's performance before
making any investment decision. The Board aso
issues a Fact Sheet each month containing the
monthly returns for the Thrift funds. Thisis
available from your agency. TSP publications,
forms, and rates of return are also available from
the TSP Web site http://www.tsp.gov.

Important Conclusions About FERS

FERS s flexible for awork force that is more
likely to work for severa different employers over
the course of a career. It allows for the fact that
many employees may not retire from the Federal
government. FERS builds on the Social Security
credits that employees aready have or may earnin
the future from non-Federal work. Also, the Thrift
Savings Plan keeps its value after an employee
leaves Federal service.

There are some important advantages to FERS:

e Portability - FERS lets you take most of your
retirement benefits with you when you leave
Federal service and add to them in your future
jobs. Instead of decreasing in total value, most of
your benefits will continue to grow. You'll
probably earn more Social Security credits
wherever you work next. Also, your contributions
and attributable earnings, Agency Matching
Contributions and attributable earnings, and if
vested, the Agency Automatic (1%) Contributions
and attributable earnings, in your Thrift Savings
Plan account can be transferred to an Individual
Retirement Arrangement or other eligible
retirement plan. Y ou may also leave your Thrift
Savings Plan account balance in the Plan where it
will continue to accumulate earnings based on



your investment decisions. The part of FERS
that does decrease in value, the Basic
Benefit, only requires a small contribution
from you. If you withdraw your Basic
Benefit contributions, you receive interest
on that money.

Flexibility - Y ou have more control over the
amount of your retirement benefits. For
example, you decide how much to contribute
to the Thrift Savings Plan and where money is
invested. If you contribute, the first 5% of your
contributions are matched by agency
contributions.

Minimum Service Requirement - You can
receive areduced benefit after only 10 years of
service once you reach your Minimum
Retirement Age, whether or not you reach that
age while a Government employee. Y ou do not
have to wait until age 62.

Early Annuity Eligibility - If you leave the
Federal Government before retirement and
with at least 30 years of service, FERS lets you
begin to receive full retirement benefits as
soon as you reach the Minimum Retirement
Age or with 20 years of service when you are
at least 60 years old. Y ou do not have to wait
until age 62.

FERS has some disadvantages too:

To get the most out of FERS, you have to pay
more than the 7.0% that the Basic Benefit and
Social Security require. You also need to take
advantage of the Thrift Savings Plan,
especialy if you are an upper income
employee, for whom Social Security will make
up asmaller percentage of retirement income.

If you continue to work after you start
receiving the FERS Special Retirement
Supplement or Social Security, you could lose
some benefit dollarsif your earnings are more
than the allowed amount.
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*  The cost-of-living adjustment that FERS
provides (CPI minus 1%) does not completely
make up for inflation if the increasein the
Consumer Price Index is more than 2%. Also,
cost-of -living adjustments do not start until
you are age 62, even if you retire sooner.

FERS is agood retirement plan, especialy for
employees who are not sure whether they will stay
with the Federal Government until they retire.
FERS gives employees more control over the
amount of their retirement benefits. It aso allows
you more flexibility in deciding when to retire.

If you do stay with the Federal Government until
retirement, you will also receive good benefits
based on your FERS coverage. FERS comes out
ahead of CSRSif you retire late because the
annuity value of your Social Security benefit and
Thrift Savings Plan go up quickly if you continue
to work past age 62. The Windfall Elimination
Provision penalty reduces (see page 45) as you go
from 20 to 30 years of service under FERS. The
reduced cost-of-living adjustments have less effect
if you retire later.



Civil Service Retirement System (CSRS)

Overview

The Civil Service Retirement System (CSRS) has
traditionally been a single benefit retirement plan.
Employees have had one payroll deduction for the
plan and, after retirement, have received one check
from CSRS each month for the rest of their lives.

CSRS employees may also contribute to the Thrift
Savings Plan in order to receive additional
retirement income. If you stay with CSRS, you can
contribute up to 5% of your basic pay each pay
period and receive atax break today. (CSRS,
including CSRS Offset employees, receive no
agency contributions to their Thrift accounts.)

If you have CSRS Offset coverage, you should read
both this section, which gives the basic CSRS
rules, as well as the following section beginning on
page 20. It tells you what is different under the
offset rules. If you are alaw enforcement officer,
firefighter, air traffic controller, or military reserve
technician, you a so need to read the Specia
Employee Groups section that begins on page 50.

When You Can Recelve Retirement
Benefits

If You Stay Until Retirement Age
With CSRS, you can retire with full benefits as
soon as your age and years of Federal service
match one of the retirement combinations shown
below:

Retiring Under CSRS

e Atleast age 55 with 30 years of service or
more.

e Atleast age 60 with 20 years of service or
more.
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e Atleast age 62 with 5 years of service or
more.

Except in limited circumstances, CSRS does not
allow you to retire voluntarily before you have the
required age and service combination and take a
reduced benefit (a reduced annuity) like FERS and
many other modern plans do.

If You Leave Before Retirement Age

The chart above shows when you can retire and
begin receiving CSRS benefits as an immediate
annuity. If you leave Federal service beforeyou
are eligible to retire, you must wait until age 62 to
receive monthly benefits, no matter how many
years of service you have.

For example, let's say you ssimply stop working for
the Federal Government at age 53 with 30 years of
service. You're not 55 yet, so you don't qualify for
retirement. Y our monthly checks from CSRS won't
start until you turn 62. Y our monthly benefit
amount is based on your pay when you leave. With
inflation, those dollars don't buy as much by the
time you receive them at age 62. Y ou can't
continue your health or life insurance as aretiree,
either.

If you don't want to wait until age 62 to get
benefits, you can withdraw al of the money you've
contributed when you leave. However, in most
cases, your money will be returned to you without
any interest, and, you will not get monthly checks
from CSRS, even at age 62.



How Much You Will Receive After
Retirement

The amount of your annuity -- the monthly checks
you receive after retirement -- depends on two
things: your pay and your length of service.

In computing your annuity, the Government uses
your 3 highest consecutive years of basic pay and

your length of service (the number of years and
months you worked for the Federal Government
and your creditable military service). If you retire
and receive a benefit right away, you will also get
credit for any unused sick leave.

Hereis how the CSRS annuity formulais
calculated:

CSRS Annuity Formula

Years of Service

What You Receive

First 5 years of service

1.5% of your high-3 average pay for
each year, or 7.50% of your high-3.

Second 5 years of service

Plus

1.75% of your high-3 average pay for
each year, or 8.75% more for atotal of
16.25%.

For all years of service over 10

Plus
2% of your high-3 average pay for each
year.

10 more years (20 total years)

20% more, for atotal of about 36% of
your high-3.

15 more years (25 total years)

30% more, for atotal benefit of about
46% of your high-3.

20 more years (30 total years)

40% more, for atotal benefit of about

56% of your high-3.

Note: The maximum benefit you can receive from
CSRSis80% of your high-3 pay plus credit for
your sick leave. Thislimit generally affects only
those who have more than 41 years of service when
they retire.

According to the formula above, if you retire at age
55 with 30 years of service, you will be eligible for
an annual annuity that is about 56% of your high-3

pay.
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Y ou will receive your full monthly annuity even if
you have other retirement income or start a second
non-Federal career when you retire. Thereisno
reduction in your annuity because of other
employment.

Thisis avery generous annuity formula compared
to those used by many other retirement plans. As
you can see, it rewards long service, because you
receive more money for the years of service that
come late in your career. It's not quite as generous
if you have less than 10 years of service.



Cost-of-Living Adjustments (COLA'S)

Inflation is afact of life, but the actua rate of
increase varies from year to year. To help
retirement benefits keep pace with inflation, CSRS
gives all those who retire annual cost-of-living
adjustments or COLA's.

Y our retirement benefits are eligible to be
increased by a cost-of-living adjustment in the year
after you retire, and every year after that. The
increases you receive each year actually match the
rate of inflation, as measured by the Consumer
Price Index (CPI).

For example, if the increase in the Consumer Price
Index is 2%, CSRS retirement checks will increase
by 2%. If the increase in the Consumer Price Index
is 5%, the cost-of-living adjustments will also be
5%.

Cost-of-living adjustments help make sure that
your retirement dollars keep the same buying
power year after year. CSRS is better than many
other retirement plans because it provides complete
protection against inflation.

Cost to Participate

CSRS retirement benefits are financed by
contributions from you and much larger
contributions from the Government. Y our
contributions are automatically deducted from your
paychecks. Y our deduction in 1998 is 7.0% of the
total basic pay you earn in apay period. Y our
agency pays 7.0% of your basic pay each pay
period. The balance of the cost of CSRS benefits
are paid from the U.S. Treasury.
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Thrift Savings Plan for CSRS

CSRS employees may participate in the Thrift
Savings Plan. The Plan gives you away to save
extramoney for the future and gives you atax
break today. The Plan allows you to contribute up
to 5% of your basic pay per pay period on a before
tax basisto your Thrift Savings Plan account.
CSRS employees do not receive Agency Matching
or Automatic (1%) Contributions.

The Thrift Savings Plan investment options,
withdrawal and tax information are the same for
both CSRS and FERS employees. See page 11 for
thisinformation.

Voluntary Contributionsfor CSRS

CSRS employees a'so may make voluntary
contributions. Total contributions may not exceed
10% of the total pay an employee has received to
date. At retirement, each $100 in voluntary
contributions (including interest earned) will
provide an additional annuity of $7 ayear, plus 20
cents for each full year you are over age 55 at the
time you retire. Y ou may also choose to share the
annuity by electing a survivor annuity. Voluntary
contributions paid out as additional annuity are not
increased by cost-of-living adjustments. Voluntary
contributions can also be paid out as alump sum
refund at any time before retirement.

Voluntary contributions earn a variable interest rate
determined by the Treasury Department each
calendar year, based on the average yield of new
investments purchased by the CSRS fund during
the previous fiscal year. The interest rate payable
for 1998 is 6.75%. Interest accrues to the date of
the refund calculation, separation, or transfer to a
position not subject to CSRS or FERS, whichever
is earliest. Employees who transfer to FERS may
retain avoluntary contributions account, but may
not add to it after transferring.



Interest on voluntary contributionsis not taxed
until the tax year in which it ispaid out. At that
time, interest may be rolled over to an Individual
Retirement Account to further defer taxes.
However, in contrast with Thrift Savings Plan
contributions, voluntary contributions are not pre-
tax dollars that permit you to reduce your taxable
income. For further information on voluntary
contributions, ask your servicing personnel office
for the pamphlet "Voluntary Contributions Under
the Civil Service Retirement System,” (RI 83-10),
or get it from OPM’s Web site at
http://www.opm.gov/asd. Voluntary contributions
are administered by the U.S. Office of Personnel
Management. This program is not part of the Thrift
Savings Plan.

Important Conclusions About CSRS

CSRS was designed for aworkforce that was likely
to retire from the Federal Government after many
years of service. For that reason, it provides
excellent benefits to employees who put in many
years of service, especialy if they retire before age
60. Employees who join the Federal Government
late in their careers and can't retire before age 60
are lesswdll off. CSRS does not provide good
benefits to employees who leave the Federal
Government before they are eligible to retire.

There are some important advantages to CSRS:

* Youcanretire as early as age 55 with 30
years of service and begin receiving full
benefits. Even if you start a second career
somewhere else, your benefits aren't
affected.

»  Once you begin receiving monthly checks,
you also receive annual cost-of-living
adjustments that match the increasesin
the Consumer Price Index. So, your
retirement dollars keep the same buying
power.

e Theannuity formulais very generous
when compared to many other retirement
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plans. It especialy rewards employees
who spend many yearsin Federal service.

e If you work until retirement, you get
retirement credit for your unused sick
leave.

There are aso some disadvantages to CSRS that
apply if you leave the Federa Government before
you're eligibleto retire:

e Theearliest you can begin receiving
monthly retirement checks is at age 62. It
doesn't matter how many years of Federa
service you have. While you're waiting to
become eligible for your benefit, the
buying power of your retirement dollars
goes down because of inflation. Y ou don't
receive cost-of-living adjustments until
your benefits begin. Also, the monthly
checks you receive will be smaller than if
you had stayed in Federal service. Your
annuity is calculated according to the pay
and service you had when you left Federal
service.

e Unlessyou are a CSRS Offset person,
under CSRS, you do not have Socia
Security coverage. This meansthat if you
leave the Federal Government before
retirement, you have not been earning
credits under Social Security. If you get a
new job in the private sector, you and
your family may not have any benefit if
you become disabled or die until you have
worked long enough to have earned these
benefits.

In general, the Civil Service Retirement Systemisa
good retirement plan for employees who know that
they will stay with the Federal Government until
they are éligible to retire and who retire young. Itis
not very well-suited to employees who may not
spend their entire careersin Federal service,
particularly if they leave before retirement.



CSRS Offset Benefits

If you have CSRS Offset coverage, the regular
CSRS rules described in the preceding section
about when you can receive retirement benefits,
how the benefit is computed, and cost-of-living
adjustments apply to you. Also, the rules for
participating in the Thrift Savings Plan are the
same for both CSRS and CSRS Offset employees.

What is different for CSRS Offset employeesisthe
fact that you are paying Social Security taxes and
earning a Social Security benefit at the same time
that you are paying CSRS deductions and earning a
CSRS annuity. However, instead of paying 6.2% of
pay for Social Security plus 7.0% for CSRS, the
Social Security tax is subtracted from, or offset,
from the 7.0% for CSRS. The amount you pay for
CSRSin 1998 is .80% of your basic pay. If your
total pay in ayear exceeds the maximum amount
that is subject to Social Security taxes ($68,400 in
1998), the Socia Security deduction stops and your
CSRS deduction increases to 7.0% of your basic
pay. Thus, you pay the same 7.0% cost for
retirement as a CSRS employee, but the amount is
divided between CSRS and Social Security.

When you retire, your annuity is computed under
the same rules that apply to all CSRS employees.
However, when you become digible for Socia
Security benefits (normally at age 62), your CSRS
benefit is reduced, or offset, by the value of your
CSRS Offset servicein your Socia Security
benefit. If you want to estimate the amount of the
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offset from your future annuity, see page 48 for
instructions.

Note: If you do not become €eligible for any Social
Security benefit, there is no offset.

Important Conclusions About CSRS
Offset

Y ou receive the value of the CSRS benefit formula
and cost-of-living adjustments, but pay a smaller
amount for this benefit. Y ou also enjoy the
flexibility of having Social Security coverage that
continues to build if you leave the Federal
government to work elsewhere.

If you leave the Federal government before
retirement, the same drawbacks that apply to CSRS
employees who leave early aso apply to you.
However, you have paid far less for your benefit
and your Socia Security benefit is portable.

WARNING: If you are considering electing
FERS you must keep in mind that any CSRS
Offset service (service under both CSRS and Social
Security) will then change to FERS service. Since
FERS pays alower percentage of your "high 3"
average salary, this could make a significant
difference in the amount of your Federal retirement
benefits. See Specia Transfer Rules on page 20.



Special Transfer Rules. CSRSto FERS

Overview

For most people, transferring to FERS means you
may take advantage of the features of both CSRS
and FERS. Y ou keep the benefits you have already
earned and build on them. All of your CSRS
serviceis creditable toward eligibility for death and
disability benefits, aswell as retirement, so you and
your family do not risk any gapsin protection if
you transfer to FERS.

However, if you have very many years of CSRS
Offset coverage, you need to think carefully about
transferring to FERS. Thisis because all of your
Offset service will be credited under the less
generous FERS rules. In addition, if you have less
than 5 years of creditable civilian non-Offset CSRS
service, al of your CSRS service will be switched
over to FERS.

When You Can Recave Retirement
Benefits

If you transfer, your past CSRS service and all
future FERS Service will be added together to
determine when you can retire. Instead of the
CSRS retirement rules, you will follow the more
flexible FERS rules that appear below:

Retiring With Full Benefits
» At least the Minimum Retirement Age
(see page 7) with 30 years or more of

combined service

» At least age 60 with 20 years or more of
combined service

» Atleast age 62 with 5 years or more of
combined service
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Retiring with Reduced Benefits

e At least the Minimum Retirement Age
(see page 8) with 10 years or more of
combined service

Example: If you have 18 years of CSRS service
when you transfer and you work 2 more years, your
total serviceis 20 years. According to the
preceding chart, you can retire with full benefits at
age 60, or with reduced benefits at age 55-57
(depending on your Minimum Retirement Age).

One advantage that FERS offersis the opportunity
to retire early -- at the Minimum Retirement Age
with aslittle as 10 years of service, and transferees
don't have to work under FERS for any minimum
amount of time. If you retire early, you will receive
reduced combined CSRS and FERS benefits. The
reduction will be 5% for each year you are away
from age 62 when you retire. However, thereis no
reduction if you are 60 when you retire and you
have at least 20 years of service. You also can keep
your Federal health and life insurance coverage as
aretiree if you met participation requirements as an
employee.

Example: If you transfer to FERS and then leave
the Federal Government at age 55 with 20 years of
service, you'll receive combined FERS and CSRS
benefits that are 35% lower than the full benefit
you would have received if you waited until age
62. You will, however, receive full cost-of-living
adjustments on the CSRS part of your benefit. For
many people, receiving benefits earlier and for a
longer period of time will make the reduction
worthwhile.

FERS rules will also apply if you leave the Federal
Government before you have the right combination
of age and serviceto retire. You'll keep your



service credit and, once you reach the necessary
age, will start receiving benefits. Thisisan
important advantage to transferring to FERS. If you
stay with CSRS and leave before retirement, you
will not receive any benefits until age 62.

How Much You Will Receive After
Retirement

The retirement benefits you actually receive
normally will come from both CSRS and FERS.
The higher CSRS annuity formulawill be used for
the years of non-Offset service you put in under
CSRS. You can get credit for your unused sick
leave (the amount you have when you transfer or
retire, whichever isless) if you work until your
MRA.

The lower FERS Basic Benefit (and the Specia
Retirement Supplement) formulawill apply only to
the years you spent under FERS and CSRS Offset,
so you're probably not giving up al the CSRS
benefits you've aready earned. Y ou are trading a
higher CSRS benefit after you transfer for
increased flexibility with FERS.

The high-3 pay that determines your benefits at
retirement will be the highest 3 yearsin your entire
Federal career, under CSRS or FERS. Y our Social
Security benefits will be based on al of the Social
Security credits you've earned in your lifetime.

Cost-of-Living Adjustment (COLA'S)

Once you start receiving retirement benefits, the
CSRS part of your benefit will receive cost-of -
living adjustments (COLA's) right away, even if
you are receiving your CSRS benefit before you
could have under CSRS rules. The FERS part of
the benefit won't be ligible for a cost-of-living
adjustment until you reach age 62. The FERS cost-
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of-living adjustment will usually be 1% less than
the rate of inflation.

Disability Benefits

If you transfer to FERS and become disabled, your
disability benefit will be determined totally under
FERS rules. The Social Security disability portion
of your benefit generally can't begin until you are
fully insured and have paid Social Security taxes
for 5 out of the last 10 years before you become
disabled. For more information on disability
benefits, see page 32.

How CSRS Offset Servicels Credited

If you are covered by CSRS Offset provisions, and
you transfer to FERS, your Offset service becomes
subject to the less generous FERS rules. In
addition, you will have missed out on the
opportunity to get government contributions to
your Thrift account for that service.

You must have at least 5 years of non-Offset
service to be eligible for an annuity with a
component computed under CSRS rules -- in other
words you must have at least 5 years of civilian
service other than your Offset service. (Count all
service, even it you didn't pay CSRS deductions or
you received arefund.)

If you have less than 5 years of civilian service
other than CSRS Offset at the time you transfer to
FERS, all of that CSRS service will become FERS
service. You can request arefund of the extra
money you paid for CSRS and receiveit plus
interest. Employees whose CSRS service will
become FERS service may also receive a partia
refund of any military deposits they may have paid
under CSRSrules.

Example 1: Susan had 6 years of CSRS-covered
employment when she resigned and got a refund of
her deductions in 1985. When she was reemployed
in June 1998, she was covered under the CSRS
Offset provisions. She transferred to FERS in
November 1998. When Susan retires, the 6 years of



CSRS service will be computed under CSRS rules.
However, since Offsat serviceis treated under
FERS rules once you transfer to FERS, her service
from June through November becomes FERS
service.

Example 2: In contrast, Bob's employment history
shows that he had 4 years of CSRS-covered
employment, abreak, 2 years of CSRS Offset
service, and another break in 1986. When he
returned to Federal employment, he was covered
under CSRS Offset provisions until he transferred
to FERS. Since Bob had less than 5 years of non-
Offset service, al of hisserviceis now subject to
FERS rules. Bob is also entitled to arefund of the
extramoney he paid for CSRS since he didn't
previously receive arefund for hisfirst 4 years of
service.

Bob thinks he has made a good decision because
heisfar from retirement, and he isn't sure he will
stay with the Government. In addition, since heis
already contributing 5% of pay to the Thrift Plan,
switching to FERS gets him the full 5%
Government contribution.

Example 3: Ed had 15 years of CSRS service, a
3-year break, and now has 12 years of CSRS Offset
service. He choosesto stay in CSRS Offset
because he does not want to lose CSRS credit for
his Offset service. If he wereto transfer to FERS,
his Offset service would become subject to FERS
rules. This meansthat, instead of getting 24% of
his high-3 for this period of service under CSRS
rules, he would only get 12% under FERS rules.

WARNING: Since all Offset service becomes
subject to FERS when an employee transfers to
FERS, it is particularly important that CSRS Offset
employees give careful consideration to their first
transfer opportunity. Even though your
employment history may result in your having
another opportunity to elect FERS at alater date,
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the more Offset service you have, the more you can
lose by having waited to transfer to FERS. In
addition, you will have missed out on the
opportunity to get a government match on your
Thrift Account for that service.

Cost to Participate

For most employees, the cost to participate is
essentially the same under CSRS, CSRS Offset,
and FERS -- in 1998, 7.0% of your basic pay.
However, if you are a high salaried employee,
earning more than the $68,400 maximum 1998
taxable wage base, FERS will cost less than 7.0%
because the 6.2% for Socia Security drops out at
$68,400 leaving only the .80% for the FERS basic
benefit. Thisis different from CSRS Offset, which
is 7.0% even when Social Security taxes drop out.
If FERS salary exceeds the maximum taxable wage
base, contributions in 1998 stay at .80%; thus take-
home pay goes up. However, if CSRS Offset salary
exceeds maximum taxable wage base, when Social
Security deductions stop, retirement contributions
go up to 7.0% --thus take-home pay is unchanged.

Survivor Benefits

If you transfer to FERS, all your CSRS service
counts toward eligibility of your survivor for
benefits. The benefits for your survivor will be
determined entirely under FERS rules. Theserules
include: (1) a5 or 10% reduction in your benefits
to provide survivor benefits for your spouse; (2) a
spousal benefit defined as either 25 or 50% of your
benefit; (3) cost of living increases generally equal
to the Consumer Price Index increases minus 1%;
and (4) a 10-year service requirement before any
monthly annuity is payable to your spouse.

Important Conclusions

CSRS usually provides better benefits to those who
retire from the Federal service before age 62.
Switching to FERS lets you take advantage of the
features of both retirement systems: flexibility and
early retirement from FERS and a generous annuity



formulaand full cost-of-living adjustments from
CSRSfor your service before you transfer.
S